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CERTIFIED tiAr t 

Ucar: Rppl ic i~nt  : 

!!e have  considered your a~plication tor cxcmption tram federal income ta :~  as 
an orqanizat ior ,  deacribcd in s e c t i ~ n  501 ( c )  ( 3 )  cf the Interaal  R c v ~ n u s  Cods. 

Tha information submit tcd discloses 2h.t you acre i~ t rorpouated  m d c r  t h t j  
non-prokit. cc r~ora t ' i on  of t h e  Statc of' *****  *****  on * * *  **** ****. 

Thr. ytigp;3scs f c ~ r  ~ b i c h  YDUY 8:.:brpcI~:;~ti~~~ : I ~ S  form:" %re s ta t ed  ar; the 
chsritablt. ,  l i to r3r ] i ,  sci i:nt . i f ic ,  religious and e?uca.t ional  g u u p o u c ~  ppr?'ldt'd 
fo i .  undau ssctiort 501 i : : ?  ! 3 i  of [:he I ~ a t e r r ~ . ~ %  Pt.i.rsnuc C o d e .  

Your a c t i v i t i . c s  ~ l i t  etrtalst of opsraring art siia~;tluc. service for birthpar.;irts 
and a d o p t i m  par ant^ r .es idin$ on ly  in **** ***** .  You i n t c l i d  t o  operati: 
si!niJ.ar t e  thr: ******** ********* * * * * *  ,  a taxalrle errtit.y. Thc  chairman sf 
your Bosrd is slsrj a Board nemh.r of thc t a x a b l ~  o n t i t y .  Yo4.r trill p r o v l i l ~  
caunseling, Intermediary and lsazl scr::ices t n  bir thyaret i ts  and adoptive 
p3zcnt.s .  You :rill cnrry out compas~tiona t o ,  opan adogtionr a n d  agwussive 
recrt~ltaent ,  cf l o v i n g  ' ~ ? c ~ F s  for  s p a c i a l  n e ~ i d s  c h i l d r a n .  There atill be nc? Eeo 
t o  bi r thnother  or adcptiac p ~ r e n t a  in the adopt ion uf minority, hsndicapycd 
a3d special naadc c b i l d t e ~ ~ .  

koy care of thc birthmother v i l l  ai thcr ba p a i d  for by herself, inaural3rcf or 
by thc  prospsctive ado9live parents .  Fimy birthm~thers will he sought by 
romincrcial ao:r::yaper ~d~crticcnents. Pr imar i ly  t h e  adopti:rc p w o n t s  t r i l l  
a: lver t i sc  and l i s t  telspbonc n~rnlers uhere thcy say be reached by a cnl lcc t  
7311. 

Your rocrl-iptri ?\till bo derived from ad1;ptirry parents. 

Thc crxpcndittrrul; ~ f '  the organization wo111.d bs for l e g a l  services, insurance ,  
cslariss ,  ta:scs and licftnses, telephone snd t r a v e l .  P,n escroft acc'ol~rzt  auld 
be establiehtid f o r  use in defraying t h e  msdlcal costs f o r  spacial nesds 

. . 



* * * * *  ***** ********* ****** **** 

Section 5Ol(cl(3) ~f thc  Code provides for  thc exemption from federal income 
tax af ~ r g a n i z a  t i ~ n s  which are organized and operated excl.usive1.y f ~ r  
r u l i ~ i o u s .  charitable, adtlcational purposes, "no part ?f ; V G ,  earnings of whicll 
inures to the benefit  of any private sharsholdcr or j.nd;ivr u34, n. substantial 
par.t of the activities of vhich i a  carrying an propagarnda.~~;  otherraise 
a t  tempting, t o  inf luencd legisletion, (except as other14i~g provldi%~, i n  
~ubsection i b i  , and vhich dooa not  par ticipatc i n  or intervene in  dgc luding  
ths p u b l i s h i n g  ox dis tr ibut ing  of statements! , any politleal carhpaign on 
bhhalf  of s i ~ y  candidate for pv ,b l i c  aff i ce . "  

Regulation8 secti~n 1.561 (c)  (3,)  -1.(c) ( 3 . )  stipulates that ax1 crganlzstion will 
be regatdad 2s opcratcd ezcluaively f o r  gno or moro Exempt purpoees only if i t  
engages pr imar i ly  i n  acb iv i t i a s  which accomplish any of the activities 

more than an i n s ~ ~ h s t s n t i a l  par t  of i t s  a c t i s i t i c s  is not in fur therance cf an 
exempt Furpose 

I n  Easter Hous,? v .  The United  Statas, U.3, Claims Court 265-85T, 6/10!87 i t  
was hald  t h a t  an orqanization t h a t  providad prenatal  care for pregnant aemen, 
delircr~rf bnbies ,  and placed clzl ldren !*tith a c l ~ p t i u e  psrents tras not 
distinguizhablf froto a c o m ~ e r c i a l  adoption agency," a n d  thorefora ,  a 
sutstsnti 3 1  purpose o f  tha adop t ivo  a c t i ~ i  t y  ?,?as a ncn-axempt commercial 
purposc. The adoption agency r e l i c d  en t i re ly  on fees charged t o  a d o p t i v e  
parents ,  i t  sought no  fund^ from f e d e r a l ,  statr ,  cr local  sources, i t  did nut 
engage i n  fund-xaising programs, and I t  d i d  not s o l i c i t  ccntrihutions.  
Furthermorn, the adoption agency had no plans  to seek contributions or 
government grartts or engage in fund-rais ing a c t i ~ i t f  es ralat ive  t c  i t s  
operations,  and i t  did not coordirrata i t s  adoption a c t i v i t i e s  v i t h  'any 
governmental 3doption agsnci~s. Xl.so, the f ixsd f eos the  adoption agency 
charged adoptive parents !?arc not s u h j ~ c t  to  dornxard adjustment to  meet 
potent ia l  adoptive psrentSs income or ability t c  p a y .  Finally, the adeption 
agency Has stracturcd and operated morc l ike  a commercial organizaticn. Its 
~c~cmbc?rshi.g was orqaniz~d i n t o  a single l i f e  msmt?exship and an clrdinary 
rncmberahip. Its membcrahip vas organized inta a single l i f e  membership and an 
grdinsry merabsrship. Siwilar t o  a solc stockholdor i n  a cornmarcin1 
corporation, the l i f e  meli~bor had inherent p o w r  and cclntrol, l i k e  stock, such 
l i f e  recabership ::as transforahla, and like a comacrcial ccrporatian, the 
agancy a paid a t a f f  of 15 t o  20 persons, nit.hout ~ o l u n t o e r  ho lp ,  



2 
I du in the court case ci ted  afiore, your orqanizltioc :fill r e l y  en t i rc ly  on f e e s  

- -1 .d o adopt if?^ pa ran t s ,  you so@k no f u n d s  froin federal, s t a t e  or loca l  4 lurcsrr, w i l l  nct cingagc Lrt fund-ra io i r rq  progrnmw and you will no t  sn l . i c i t  ,; 
con t r i . b l r t i ons .  You a l so  wil.1 hot coordinate your adoption a c t i s i t i s 3  s i t h  any 3 

:4 :r governm6ntnl adoption rgancies nor are  your feoo scalod t o  mszt pntunlial . . a  3 
income o r  ability t o  pay. The o r q a n i z a t i o n  i s  not a . f ~  

enabership organizat ion and i r  operated by *** o prctc69innal persona. 
Intermediary alld l e g a l  f w s  rs.ili be char9661 nn a f l a t  f a 2  basis. 

I] 

Based on tho information it, tho precuding ~ a r a p r a p h  t ie hava determinod that  4 
you aro not entitled t o  exemption under sect ion 501(c) ( 3 )  and arc a taxable  
e n t i t y .  You a r e  required t a  f i l o  federal inccae t a x  returnn on Form 1120. 4 

.$ 

Contributione t o  your organ iza t ion  are not daauctihlc under saction 170 of the 
+. - 1 .  

district  office, If you \ r i l l  be represanted by soa.eons who is no t  one r_lf Yt>Ur 
princip32 afficers, that pereol-I will negd t o  f i l e  a porrar of sttortlay or t a X  3 
infornation authorizat ion w i t h  US. \I 1 
1s do appeal  t h i s  d o t c r m i n a t i o n  v i t h f n  301 days from the  date of this 
--.:tor.. ss exp la ined  in the snclosed Publication 893, this vlill hocoroe our t 

f i n a l  detsralnation on this mattcr. f n  accordance *.rith ~;ecti.cl.!! I;LOC?!C) cf the 
Code, wc are nctifying the appropriste sta te  ofZiciaZs of this deter18 
Further, if you d i  not appeal this determination w i t h i n  tho titfie prov 
w i l l  be cansidared by the In te rna l  Reyenue Seraice as a f a i l u r e  t o  exhaust 
avail nblo zdministrat ive remedies, Section 7428 ( b f  ( 2 )  prowidas, in p a r t ,  
t h a t ,  "2 daclaratory judqmsnt or decree under this section s h a l l  not 
i n  anv arsceediaa unlass the Tax C o u r t ,  the Claims Court, 2r the d i s t r i c t  

o rganiza t ion  involvcd b a s  exhaust,ed administr.atire remodics avai lablo t o  i t  
v i t h i n  thr Internal Rsvenue Servica." 

********  *****  * ** 

District Director 

Enelosura: Publication 832 

cc: * * * * * *  ********* ******  ***) 


